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. . ^ 

Prof.  Bonamy  Price,  who  fills  the  Cbair  of  Politi-  I 

cal  Economy  in  the  University  of  Oxford,  arrived  t 

in  this  country  on  one  of  the  Saturday  steamers.  \ 

The  Professor  issued  a hook  on  the  Problems  of  Cur- 
rency in  1869,  which  has  become  one  of  the  stand- 
ards on  that  perplexing  problem.  Then,  and  since, 
he  has  been  in  the  habit  of  devoting  to  it  many  of 
his  most  careful  lectures  in  the  University,  and 
his  position  there  has  enabled  him  to  impress  his 
views  largely  upon  British  statesmen.  In  order  to 
obtain  his  opinions  on  the  currency  question  as  now 
presented  to  the  people  of  the  United  States,  a 
representative  of  The  Tribune  called  upon  him 
Wednesday.  The  Professor  expressed  his  mind  with 
great  freedom,  and  the  substance  of  the  dialogue, 
which  will  be  found  of  special  importance,  is  here- 
with given : 

Q.  What  do  you  think  of  the  currency  of  the 
United  States? 

A.  Simply  that  it  is  a shocking  bad  currency.  But 
mind,  if  a currency  is  thoroughly  convertible  I 
don’t  think  it  is  of  great  importance  that  there 
should  be  a large  stock  of  gold.  Provided  the  cur- 
rency is  issued  hy  au  issuer  who  is  perfectly  safe, 
thoroughly  responsible  for  the  debt,  the  public 
won’t  ask  gold  in  exchange  for  his  notes.  They 
would  rather  have  the  notes.  In  Scotland  at  this 
moment  a one-pound  note  is  distinctly  preferred  to 
a sovereign.  It  is  carried  about  much  more  easily  ; 
it  has  got  a number  upon  it  and  it  does  its  work 
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perfectly.  It  is  of  the  same  value  as  a sovereign’ 
and  that  implies  that  it  is  convertible.  If  that  is 
only  so  a country  may  go  on  with  very  little  gold 
and  almost  all  paper,  when  the  latter  is  of  equal 
value  with  the  former. 

Q.  Suppose  the  three  great  nations.  England, 
France,  and  Germany,  should  all  adopt  the  principle 
of  using  little  coin  where  is  the  gold  they  now  use 
going  to  ? What  is  to  become  of  it  ? 

A.  The  eJffect  would  be  that  gold  would  undoubt- 
^ edly  become  cheaper.  It  would  all  flow  back  into 
the  stores  and  shops  and  be  locked  up.  It  would  be 
a large  mass  of  property  for  which  there  was  no 
use.  The  owners  of  this  gold  would  have  to  do  pre- 


cisely as  owners  of  notes  would  do— sell  cheaper. 
In  the  case  of  currency  it  is  not  that  metal  should 
be  worth  one  shilling  or  20  shillings,*  but  that  its 
value  should  not  be  changeable;  but  a 15-shiIling 
sovereign,  or  a 10-shilling  sovereign,  is  just  as  good 
as  a 20.  The  only  trouble  is,  that  for  the  same  busi- 
ness you  carry  twice  the  weight. 

Q.  As  a matter  of  fact  these  three  nations — En- 
land,  France,  and  Germany — by  adopting  the  course 
this  country  has  can  sink  the  value  of  gold  one- 


half? 

A.  On  the  other  hand,  you  must  remember  that  if  it 


had  not  been  for  California  and  Australia  it  is  quite 
certain  the  price  of  gold  must  have  gone  up,  and 


why  ? Because  the  world  has  opened  so  desperately 
fast.  There  are  so  many  more  people  and  so  many 
more  wants.  In  all  those  old  countries  they  cannot 
deal  with  paper.  The  Russian  will  not  take  Ameri- 
can greenbacks,  nor  in  the  very  heart  of  Russia  will 
they  take  English  notes.  You  must  pay  in  gold. 
But  to  come  back  to  America.  One  very  favorable 
circumstance  in  America  is  that  the  very  ignorance 
of  the  people  makes  them  more  receptive  of  first 
principles  than  people  in  England.  The  English 
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bankers  are  doing  so  well  that  they  detest  of  all 
things  any  inquiries  as  to  the  nature  of  their  busi- 
ness. Now  here  you  are  in  trouble  about  your  cur- 
rency, and  there  is  a receptivity  of  first  principles 
which  is  to  me  very  attractive. 

Q.  Suppose  you  were  to  propose  legislation  on  the 
subject  of  the  currency,  what  step  would  you  ad- 
vise ? 

A.  I would  take  measures  steadily  to  make  the 
currency  fulfill  j^s  only  end— the  exchanging  of 
goods— and  that  embraces  every  idea  and  object  con- 
nected with  the  currency. 

Q.  You  consider  it  a fundamental  principle  that 
paper  should  be  convertible  into  specie  on  demand  ? 

A.  As  1 have  said  before,  inconvertible  currency 
is  so  vicious,  so  radically  bad,  that  I feel  no  interest  / 
in  makeshifts.  There  is  only  one  step  to  be  taken— / . 

amputation.  i 

Q.  That  is  to  say,  contraction  ? 

A.  That  is  not  contraction,  but  the  extinction  of 
inconvertible  paper.  Anything  short  of  the  extinc-  i 

tion  of  the  currency  is  so  radically  and  fundament-  i 

ally  bad  that  I have  no  interest  in  comparing  the  I 

relative  goodness  or  badness  of  any  expedients.  1 

Q.  How  would  you  extinguish  it  ? 

A.  You  recollect  the  Bank  of  England  was  forbid- 
den to  pay.  That  was  from  mere  alarm,  from  fright 
and  the  popular  ignorance  of  banking. 

Q.  It  IS  precisely  the  same  here.  Our  National 
Treasury  is  forbidden  to  pay  ? 

A.  Ah  ! but  the  motive  is  difiterent.  The  incon- 
vertible currency  of  your  country  is  a tax.  By  means 
of  this  species  of  paper  the  Government  has  got 
hold  of  the  property  of  the  nation,  and  it  has!  kept 
it.  The  property  has  gone  and  the  public  in  the 
place  of  it  has  got  a species  of  paper.  It  is  the 
Government’s  business  to  restore  the  property, 
clearly.  In  England  at  the  close  of  the  last  century. 
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in  the  notation  of  war,  and  banking  being  very 
unfamiliar  then,  the  Government  got  desperately 
frightened.  The  Bank  of  England  was  going  to  be 
stopped  and  ruined.  In  a state  of  war  and  panic 
everybody  likes  to  lock  up  his  property  in  a com- 
modity that  is  a reality.  Then  people  rush  for  gold. 

Q.  Was  not  the  case  very  much  the  same  here  ? 

A.  No.  The  motive  here  was  simply  as  it  was  in 
France,  Italy,  and  Austria.  The  Government  wanted 
to  get  hold  of  the  nroperty  of  the  Country  without 
paying  for  it,  and  the  inconvertible  currency  is  a 
tax.  Government  got  the  powder,  shot,  guns, 
soldiers’  clothes  for  nothing  but  a species  of  paper. 
That,  in  my  idea,  is  a tax. 

Q.  Do  you  think  Secretary  McCulloch  was  pur- 
suing the  right  policy  ? 

A.  Decidedly  he  was,  and  the  only  right  thing  to 
do  now  is  to  follow  his  example.  In  the  case  of  the 
Bank  of  England  three  years  were  given,  I believe, 
for  resumption.  The  act  providing  for  a return  to 
cash  pajTnents  was  passed  1819.  At  the  end  of  three 
years  the  bank  paper  was  to  become  convertible 
paper.  To  illustrate  an  important  principle  let  me 
mention  here  that  during  a very  considerable  time, 
while  the  bank  restriction  was  going  on,  the  incon- 
vertible paper  did  not  fall  to  a discount.  In  the  lat- 
ter years  it  did  fall  to  a discount,  so  that  a guinea 
became  worth  27  shillings  in  paper.  That  is  a very 
instructive  fact  if  we  ask  ourselves  the  question 
“ how  is  that  ? Why  were  the  bank  note  and  the 
guinea  of  equal  value  for  several  years,  and 
of  unequal  value  in  later  years  ?”  The  reason 
is  this,  that  in  the  earlier  years  of  restriction— 
which  was  the  injunction  placed  by  the  Govern- 
ment on  the  Bank,  as  being  a great  national  institu- 
tion, not  to  pay  its  notes  in  gold — the  Bank  did  not 
issue  more  notes  than  the  nation  wanted  for  use. 
Consequently  there  was  no  excess ; and  I mean  by 
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“ use”  notes  actually  wanted  to  pqss  from  hand  to 
hand  for  the  purpose  of  buying  and  selling.  Pre- 
cisely as  in  a purely  gold  currency,  if  there  are  more 
dollars  issued  than  the  public  can  use,  they  are  sure 
to  be  locked  up  in  some  storehouse  or  other.  The 
public  won’t  keep  them  and  won’t  have  them.  Just 
the  same  if  you  have  50  hats.  You  can’t  use  mor». 
than  two  or  three  of  them,  and  the  rest  must  be  j / o 
locked  up.  It  is  the  same  with  sovereigns  and  notes.  • / 

j give  you  one  thousand  metallic  sovereigns,  you 
cannot  use  them.  By  you  I am  speaking  of  the 
public  generally.  You  must  send  them  into  the 

cellar.  , ^ .t. 

Q.  Is  It  true  that  this  California  gold  has  had  the 

effect  to  raise  prices  ? 

A.  I don’t  believe  it,  although  it  is  generally  as- 
sumed by  most  economists.  My  answer  to  the  claim 
is  simply  this— not  proven.  I don’t  see  a single  sign 
of  the  value  of  gold  having  declined  in  consequence 
of  the  Australian  and  California  discoveries. 

Q.  Who  should  issue  the  currency,  the  Govern- 
ment or  banks  ? 

A.  Who  the  issuer  is  is  of  no  consequence  as  to 
the  action  of  currency.  If  it  is  inconvertible  and  a 
legal  tender,  then  the  depreciation  is  great.  The 
only  object  of  currency  is  to  exchange  goods,  pre- 
cisely as  the  only  object  of  the  Batavia  steamboat 
was  to  bring  me  and  fellow-passengers  from  Eng- 
land, and  the  goods  on  board  also.  They  are  both 
tools — one  to  carry  us  across  the  water,  the  other  to 
enable  one  man  to  get  his  goods  into  another  man’s 
hands,  and  that.  I say,  is  the  only  object  of  currency. 

Q.  You  consider,  as  an  essential  part  of  that  ob- 
ject, that  there  should  be  some  constancy  in  the 
value  of  the  currency  ? 

A.  The  constancy  of  the  value  comes  in  in  this 
way.  There  is  a transaction  between  A.  and  B.  A. 
has  got  ten  bales  of  cotton  to  sell,  and  B.  has  noth- 
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mg  to  give  you  for  it  but  pieces  of  metal.  A.  knows 
what  his  cotton  costs  him,  and  between  them  both 
they  know  the  value  of  those  pieces  of  metal  in  the 
world,  because  they  know  what  they  can  get  for 
them  in  the  shops — so  many  pounds  of  tea  in  one 
shop,  so  many  hats  from  the  hatter,  so  many  boats 
from  the  boat  builder.  A.  says,  “ Give 
me  your  metal  and  I will  give  you  my  cotton 
for  it.”  That  is  the  action  of  currency 
It  is  a tool,  and  why  is  it  wanted  ? Here  is  the  secret 
of  all  currency : I am  a grower  of  sugar  in  Louisiana 
and  you  are  a grower  of  cotton.  I want  to  buy  your 
cotton.  I say  to  you,  “ Take  my  sugar  and  get  rid  of 
your  cotton.”  You  say,  “ I have  no  use  for  your 
sugar.  Have  you  not  got  some  yellow  metal  ? Give 
me  that  metal  and  I will  give  you  my  cotton.  Then 
lean  go  with  that  metal  and  buy  what  I want,” 
This  is  the  function  of  currency.  Money  was  de- 
vised entirely  for  that  and  nothing  else.  The  hatter 
might  starve  before  he  would  find  a butcher  or  a 
baker  that  wanted  a hat.  If  it  was  not  for  currency 
he  might  starve  before  he  got  his  breaa.  The  fact 
is,  a nation  could  not  exist  without  currency.  The 
vice  of  inconvertible  cuirency  is,  that  it  has  other 
ends  and  objects. 

Q.  How  as  to  debts,  mortgages,  &c.  ? 

A.  The  nature  of  these  things  is  not  altered  by 
debts  and  mortgages.  Every  operation  of  credit  is 
only  this : that  I have  not  got  a dollar  to-day  and 
will  give  it  to-morrow.  Whether  the  debt  is  for  a . 
million  or  ten  millions  or  a national  debt,  even,  or  a 
basket  of  peaches,  it  is  all  the  same  in  principle;  but 
it  does  not  alter  the  fact  that  the  metallic  dollar  has 
got  to  be  given  as  a pledge.  The  doctrine  is  the  . 
same. 

Q.  The  steadiness  in  the  value  of  the  gold  secures 
justice  ? 

A.  Certainly ; because  you  have  an  article  of  real 
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value ; but  in  the  case  of  inconvertible  currency, 
- when  you  bring  me  a legal-tender  note  and  tell  me 
it  is  as  good  as  a dollar,  that  the  Government  is 
. bound  to  pay  it,  I say  directly,  “ If  you  had  brought 
me  a metallic  dollar  I could  take  it  to  a leweler  and 
sell  it.  I could  not  lose.  At  the  worst  I could  melt 
it  and  sell  it  as  metal  and  therefore  [ am  paid.”  But 
if  I find  you  bringing  me  a piece  of  paper  which  the 
United  States  Government  says  shall  be  paid,  and 
does  not  say  when,  I say  that  it  is  not  payment,  and 
if  I take  it  I must  charge  you  something  for 
the  risk  I run.  The  first  quality  of  a 

currency  is  that  it  must  have  a perma- 
nent value.  We  cannot  say  positively  that  gold 
never  changes  in  value,  but  the  change  is  so  little 
that  the  difference  practically  is  nothing.  If  gold 
should  jump  up  as  it  did  in  Elizabeth’s  time,  through 
the  lowering  of  the  standard,  it  would  be  as  bad  as 
paper,  because  it  would  miss  the  one  quality  that 
people  rely  upon — permanency  of  value.  The  Amer- 
ican currency  is  not  to  be  trusted.  It  has  destroyed 
its  one  great  function — ^that  of  being  a guarantee  to 
the  taker  of  it  that  he  will  get  things  of  equal  value. 
Nothing  is  more  abominable  than  going  to  a dealer 
and  being  compelled  to  ask  the  relative  prices  of 
gold  and  currency.  It  is  the  same  as  asking  of  a 
ship,  “ Is  she  half  rotten,  or  wholly  rotten  ?” 

Q.  People  out  West  know  that  all  this  is  so,  but 
they  say  if  they  go  back  to  the  old  standard  they 
have  got  to  pay  ten  per  cent  more  than  they  owe  ? 

A.  That  may  be.  That  is  the  punishment  for  get- 
ting into  bad  ways.  My  answer  is.  Is  a nation  to  be 
permanently  injured  because  it  has  done  the  wrong 
thing  ? Because  some  individuals  must  suffer,  there- 
fore must  all  suffer  on  their  account  ? No.  It  is  one 
of  the  consequences  of  sin.  I admit  the  statement 
to  be  true  that  there  must  be  suffering.  In  England 
they  gave  tBree  :year8  and  diminished  the  suffering 
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as  much  as  possible;  but  to  say  that  because  we 
have  sinned  we  must  go  on  sinning,  on  account  of 
contingent  suffering,  is  absurd.  If  it  is  a good 
political  argument  I have  nothing  to  say. 

^ Q.  What  do  you  consider  the  evils  of  an  incon-  ' 
\vertible  currency  of  fixed  amount  as  ours  was  up  to 
Within  a year  ? 

/A.  The  answer  is,  the  quantity  of  notes  may  be 
the  same,  unchanged,  but  the  quantity  that  a nation 
wants  for  use  may  vary  »inormously,  and  therefore 
. the  fluctuation  of  value  may  go  on.  That  is  one  of 
the  curses  of  it.  There  is  less  currency  wanted  in 
England  now  than  there  was  three  years  ago.  Our 
currency  simnly  goes  out  of  commission.  There  is 
no  disturbance  in  the  value  of  it.  But  in  the 
case  of  an  inconvertible  currency,  suppose  you 
only  want  three-fourths,  owing  to  circum- 
stances such  as  now  exist.  It  is  very  clear  the 
quantity  of  notes  remaining  unchanged  won’t  pre- 
vent depreciation  in  value,  because  every  man  in 
America  wants  only  three  notes  this  year  where  four 
were  wanted  last  year.  That  is  the  state  of  things 
-mow.  The  evil  is  not  mitigated.  The  demand  for 
I.  use  is  not  itself  stable,  and  never  can  be  in  any  peo- 
^ pie,  unless  it  be  in  an  Indian  village,  where  the 
quantity  of  currency  does  not  change  much.  A 
- nation  changes  greatly  in  its  demand  for  currency. 
Travel  is  a great  consumer  of  currency.  It  is  the 
trade  of  all  trades  which  demands  ready  money. 

Q.  Do  you  think  the  course  of  the  Bank  of 
France  the  last  year,  in  taking  in  its  notes, 
has  inflicted  any  injury  upon  the  trade  of  their 
country  ? 

A.  It  cannot  upon  trade  ; it  can  upon  individuals. 
It  can  only  attack  pe(>ple  who  have  got  debts  to 
receive  or  pay.  The  trade  itself  will  be  benefited. 
The  nation,  then,  is  not  injured,  but  the  individual. 

Q.  It  must  fall  most  heavily  upon  tfie  producing 
classes,  who  are  almost  always  in  debt  ? 
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A.  Very  well;  give  them  more  time.  Postpone 
the  change.  That  is  a question  for  statesmen  to 
settle.  An  economist  cannot  settle  it.  It  depends 
upon  the  exigencies  of  a nation.  My  argument  is  to 
the  principle.  In  some  cases  you  may  restore  the 
gold  value  in  six  months,  in  others  you  may  wait  six 
years.  lu  either  case  I go  back  to  what  I said 
before— that  the  nation  must  not  sufier  forever  to 
save  individuals  from  sufiering  temporarily. 

Q.  You  regard  money  as  the  universal  barter,  a 
medium  to  help  the  exchange  of  commodity  for 
commodity  ? 

A.  The  science  of  all  trade  is  the  exchange  of  two 
commodities  of  equal  value.  The  cotton  has  a value 
which  is  the  cost  of  producing  cotton.  The  gold  has 
a value  of  its  own,  which  is  the  cost  of  getting  it  j 
out  of  the  mine.  The  exchange  of  cotton  tor  gold  is  / 
the  exchange  of  articles  of  equal  value.  That  makes 
a thoroughly  sound  currency.  The  only  reason  you 
are  obliged  to  pass  through  gold  is,  as  I said  before, 
because  trade  would  be  stopped  but  for  its  interven- 
tion. The  sellers  of  goods  would  not  in  most  cases 
want  the  articles  buyers  had  to  offer  them. 

Q.  The  only  way  for  that  immediate  barter  is 
through  gold,  or  paper  for  which  gold  can  be  had? 

A.  Yes ; but  it  does  not  folloAV  that  because  gold 
can  be  had  for  that  paper  that  the  man  who  has  got 
the  paper  will  go  and  get  the  gold.  The  only  thing 
is  that  he  feels  he  can  get  the  gold  with  it  if  he 
wants  to. 

Q.  Why  should  not  the  Government  be  the  issuer 
of  convertible  uotes  and  derive  the  profit  from  them  ? 

A.  The  answer  is  this:  You  cannot  get  the  Presi- 
dent of  the  United  States  into  the  Bankruptcy  Court. 
You  can  put  the  Directors  of  the  Bank  of  England 
into  it.  You  cannot  rely  upon  convertibility  with  a 
party  of  politicians.  You  can’t  lock  them  up  in  a 
prison  if  they  don’t  pay  up,  but  you  can  the  Bank  of 
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England,  and  break  it  up  if  it  does  not  give  you  your  ^ 
gold.  In  economical  principle  one  is  as  good  as  the 
other,  but  in  political  principle  the  diflerence  is 
enormous.  The  public  would  not  believe  in  any 
paper  issued  by  the  Government  direct.  The  prin- 
ciple, as  I said  before,  is  sound.  The  profit  belongs 
to  the  nation,  but  a government  or  a Parliament  are 
bad  issuers  of  notes  pledged  to  be  paid  on  demand. 

Q.  The  best  thing  the  Government  could  do  under  w 
the  circumstances,  under  a convertible  currency, 
would  be  to  allow  a free  issue  of  bank  notes,  but  to 
tax  the  issuers  ? 

A.  I don’t  say  free  issue,  but  I believe  the  inter- 
mediate agency  of  some  private  corporSition  is  the 
true  method. 

Q.  To  require,  as  now,  the  security  of  United 
States  bonds  would  be  a good  provision  under  a con- 
vertible currency  ? 

A.  Yes.  I have  always  advocated  the  principle 
that  the  deposit  of  such  things  as  national  bonds  is 
a legitimate  and  proper  security  to  be  required  of 
the  issuers  of  notes.  If  you  have  private  issuers  of  , 

public  money  the  nation  has  the  right  to  say  to  such 
private  issuers,  “ You  must  guarantee  to  us  not  only 
that  we  can  put  you  into  the  courts,  but  something 
more — that  you  shall  have  the  means.”  Another 
illustration.  In  1835,  the  English  nation  in- 

curred great  disasters  from  banks  breaking 
which  had  the  right  of  issuing  notes,  and 
in  not  a few  instances  those  notes  were  only 
paid  at  half  a crown  to  the  pound.  It  is  against 
all  principle  that  such  a thing  should  be  possible  in 
public  money.  Therefore  that  led  to  the  suppression 
of  the  one  pound  note,  which  was  a mistake,  and  it 
led  ultimately  to  that  clause  of  the  Bank  Charter 
act  which  will  in  time  extinguish  the  whole  private 
circulation  of  England,  and  leave  only  notes  of  the 
Bank  of  England. 
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Q.  The  present  condition  on  which  National  bank‘s 
notes  are  issued,  viz.,  the  deposit  of  United  States 
bonds  with  the  Treasurer,  would  then  be  a sate  rule 
for  the  issue  of  convertible  notes,  or  free  banking, 
as  we  call  it  f 

A.  Provided  the  notes  are  effectually  realizable  in\ 
gold  on  demand,  there  can  be  no  possible  objection,  ^ 
and  there  may  be  great  advantage  in  any  quantity  , 
of  notes  being  on  sale  to  the  public,  provided  they  ' 
are  rendered  perfectly  safe  by  the  deposit  of  ade- 
quate security. 

Q.  But  this  rule  would  not  be  a safe  one  with  in- 
convertible currency  ? 

A.  If  this  rule  is  applied  to  inconvertible  cur- 
rency it  does  nothing  to  avert  the  disastrous  vice  of 
the  currency  losing  its  one  indispensable  feature  of 
not  fluctuating  in  value. 

Q.  There  is  no  system  of  redemption  of  one  kind 
of  inconvertible  paper  with  another  that  will  miti- 
gate the  evils  of  incontrovertible  currency  ? 

A.  I call  that  all  hocus  pocus. 

Q.  You  consider  the  premium  on  gold,  as  quoted^ 
here  on  the  street,  as  a tolerably  accurate  measure 
of  the  depreciation  ? 

A.  I presume  so.  I am  not  aware  of  any  circum- 
stances showing  it  is  not. 

Q.  Is  the  common  dread  of  contraction  among  our 
people  well  founded  ? 

A.  Not  at  all.^  There  is  great  confusion  in  the 
meaning  of  the  word  money.  Very  little  of  the 
business  of  these  great  modem  nations  is  transacted 
by  money  proper — currency.  It  is  a mere  trifle — 
mere  change.  The  money  is  not  the  thing  lent  by 
banks  or  by  lenders.  Do  you  suppose  if  I wanted 
to  borrow  £30,000  of  my  banker  in  London  for  a 
mercantile  operation  I should  touch  one  sovereign 
or  bank  note  ? Do  you  • suppose  the  trade  between 
England  and  the  United  States  is  done  by  currency  ? 
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Do  you  suppose  the  grain  of  the  Western  men 
IS  paid  for  in  currency  ? It  is  a fatal 
fallacy  to  identify  currency  — the  means  of 
exchanging  property  — with  the  property  itself 
which  is  exchanged.  Trade  is  an  exchange  of  prop- 
erty. The  money  is  very  necessary  as  a measure, 
but  it  is  not  the  trade. 

Q.  You  don’t  think  there  is  anything  to  be  said  in 
favor  of  the  usury  laws  in  this  or  any  other  coun- 
try ? 

A.  Laws  limiting  interest  are  not  only  bad,  but 
absurd.  They  are  always  evaded.  They  are  mis- 
chievous and  nonsensical.  Your  banks  here  are  lim- 
ited to  7 per  cent.  When  the  loan  of  money  is  really 
worth  more  than  7 per  cent,  then  people  don’t  go  to 
the  banks,  but  somewhere  else.  You  can’t  get  any- 
thing for  less  than  it  is  worth. 
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THE  REIGN  OF  PANICS. 

An  address  before  the  New  York  Chamber 

OF  Commerce. 


w 

[From  the  Daily  Tribune  of  Friday,  October  2,  1874.] 
Mr.  President  and  Gentlemen:  I thank 

you  very  warmly  for  the  honor  you  have  done  me  in 
asking  me  to  speak  to  you,  and  I extremely  regret  that 
I was  not  aware  that  I should  be  asked  to  discourse  on 
this  subject  to-day.  Had  I known  it  beforehand  I should 
have  written  out  a lecture  which  would  have  presented 
the  question  better  than  I can  now.  But  I shall  feel 
great  pleasure  in  touching  upon  the  main  points,  and  if 
my  doctrines  are  in  any  respect  challenged  it  will  be 
only  a great  delight  to  me  that  the  difficulties  urged 
against  it  should  be  stated.  The  question  then  is 
“ Crises.”  What  are  crises  1 Great  disturbances  of  the 
money  market,  difficulty  of  obtaining  advances,  high 
rates  of  discount,  great  firms  in  danger,  who  is  sound  and 
who  is  unsound  unknown,  whose  money  is  safe,  whose 
is  unsafe  a matter  of  great  uncertainty.  Just  as  it  was 
seen  in  England  in  1866,  it  is  a time  when  those  who  are 
the  strongest  are  exposed  to  the  most  formidable 
dangers.  There  was  probably  no  institution  in  London 
more  exposed  to  peril  in  1866  then  the  great  London  and 
Westminster  Bank,  the  largest  in  Englaqd  and  one  of 
the  ablest  conducted.  The  cause  of  the  crisis  was 
simply  alarm  ; simply  that  those  vast  bodies  of  people 
who  had  intrusted  funds  to  this  institution  got  into 
what  may  be  called  a panic,  to  use  a common  word. 
In  that  state  of  wild  alarm,  all  rushed  for  their 
money,  every  body  catching  the  contagion,  which 
became  more  catching  because  it  was  unreasonable. 
There  is  nothing  more  stirring  than  alarm,  which  has 
no  definite  cause,  which  does  not  know  what  it  goes 
upon,  which,  therefore,  suspects  any  cause  of  mischief 
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because  it  has  none  that  it  can  put  its  finger  upon.  We 
know  the  agonies  of  that  time.  We  know  that  the 
greatest  firms,  especially  old  banking  firms,  were  in  in- 
finite alarm.  We  know  that  the  extent  to  which  the 
evil  might  rage  was  absolutely  uncertain.  And  we 
know  and  have  seen  in  England,  that  the  fathers  of  the 
city,  the  great  bankers  and  wise  men,  sat  in  council  all 
night  and  asked  each  other  “What  is  the  cure?” 
But  a panic  is  not  easily  cured  by  sitting  up 
all  night.  Some  would  say  from  their  recurrence  that 
they  come  under  some  physical  law;  are  a periodic 
visitation  like  a comet  with  a decennial  period.  A ten- 
year  hurricane  is  given  by  some  as  a law  of  the  money 
market.  You  are  bound  to  be  ruined  every  ten  years. 
You  are  not  conscious  that  you  have  done  any  wrong, 
but  it  is  simply  a great  typhoon  raging  upon  a great 
number  of  agitated  minds.  Is  this  so  ? Is  it  a law  of 
business  that  amounts  to  a physical  law?  If  it  is  ih 
certainly  is  a most  extraordinary  phenomenon,  and  one 
which  requires  very  much  bigger  proof  than  the  recur- 
rence of  panics.  There  would  be  a very  unpleasant  result, 
for  if  it  is  a law  inherent  in  business  there  is  no  remedy. 
We  cannot  cure  typhoons  and  equinoctial  gales.  If 
they  are  the  law  of  the  money  market  you  must  reduce 
your  sails,  stand  by  your  helm,  and  you  may  possibly 
get  ofi  with  the  loss  of  a mast  or  two.  But  of  all  that 
I believe  nothing.  I believe  the  cause  of  these  panics 
can  be  stated,  and  when  you  know  the  danger  and  the 
cause  likely  to  disturb  you  can  take  proper  precautions. 
Now  it  is  not  the  magnitude  of  the  loss  alone  which 
constitutes  a crisis. 

DESTRUCTION  ALONE  NOT  THE  CAUSE. 

A bad  harvest  in  England  is  a loss  of  £30,000,000;  that 
is,  in  such  a case  you  have  got  tojbuy  or  procure  £30,000,- 
000  worth  of  corn  twice  over.  You  have  sown,  you  have 
tilled,  you  have  put  the  manure  on  the  land,  but  the 

August  rain  comes  in,  the  corn  is  not  matured,  and  you 
have  got  to  live,  so  you  must  buy  it  from  the  stranger. 
But  that  produces  no  panic,  no  financial  agony.  It  is  a 
dead  loss;  a calamity  sometimes  bigger  than  a calamity 
in  the  money  market.  But  it  does  not  generate  a finan- 
cial storm.  Then  a bad  war.  War  is  the  most  destruc- 
tive thing  in  the  world.  It  is  a deliberate  work  of  men 
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to*  destroy;  they  destroy  Stood,  clothing,  iron, 
ships.  Nothing  destroys  like  war.  It  is  the 
most  uneconomical  thing  on  earth.  But  a 
war  does  not  necessarily  produce  a panic.  It  is  this  ter- 
^ rilying  fear  which  we  know  accompanies  a hurricane  in 
London.  Very  well.  Again,  take  a cotton  famine  in 
England.  It  was  a terrific  loss  of  money.  Wealth  in 
those  districts  was  paralyzed  because  America  bad  no 
cotton.  The  poor  men  had  no  wages.  All  that  vast  ap- 
paratus of  capital  was  earning  nothing ; consuming, 
buying,  but  not  selling.  But  there  was  no  panic.  That 
year  is  not  enumerated  as  one  of  storm.  Therefore  we 
don’t  get,  by  mere  destruction  aione,  into  a reign  of 
panic.  Then  again,  another  curious  thing.  The  typhoon 
has  this  character ; that  it  whips  up  the  water  terrific- 
ally in  a particular  spot,  but  the  neighboring  waters 
are  dead  calm.  At  the  time  in  ’66,  in 
’47,  and  other  times,  when  money  charges  were  at  20, 
when  people  could  not  get  advances  on  the  best  securi- 
ties, when  the  bank  had  to  say.  I can’t,”  all  this  time 
the  market  for  advancing  money  on  agriculture,  to 
squires  and  country  gentlemen,  was  so  that  they  could 
g^t  all  they  wanted  at  4 per  cent.  That  is  absolutely 
historical.  Therefore  these  convulsions  have  something 
very  peculiar  about  them.  The  real  fury  of  the  storm, 
in  its  national  importance  n distinction  to  individuals, 
is  its  bearing  upon  banks,  upon  discounts.  It  is  not  so 
much  on  rate  per  cent,  though  that  is  bad  enough,  but  it 
is  the  impossibility  of  discount  which  constitutes  the 
terrific  agitation  and  the  loss  to  the  nation.  Modern 
trade,  as  you  are  well  aware,  is  carried  on  upon 
a very  peculiar  method.  I have  no  doubt  it  is  in 
New-York  as  in  England.  The  characteristic  is  that  it 
is  carried  on  with  other  people’s  capital,  not  the  traders’. 
The  traders  are  not  the  people  who  provide  the  capital 
for  their  business.  Some  they  do  provide ; the  bulk  cer- 
tainly not.  The  distinctive  peciiliarity  of  modern  trade 
is  that  It  is  carried  on  by  bills,  and  bills  have  to  be  dis- 
counted, because  a bill  means,  "I  cannot  pay  to-day, 
but  I will  pay  this  at  three  mouths.”  The  goods  are 
given,  the  sale  is  completed,  and  the  man  who  sells 
holds  in  his  hand  a piece  of  paper  which  says  that  after 
three  mouths  he  will  have  his  money,  but  not  before. 
The  man  so  circumstanced  wants  to  go  on  with  his 
business,  which  he  cannot  do  if  he  has  to  wait  three 
months  for  his  funds  to  come  in.  How  are  his  working- 
men to  be  paid  or  his  ship  to  be  sent  away  ? That  is 
done  by  discounting  bills  at  banks,  and  the  national 
strain  of  the  crisis  is  its  action  upon  the  general  trade 
of  the  nation  by  acting  upon  the  discount  market.  This 
discounting  takes  place  in  banks,  and,  therefore,  we 
now  see  a locality  of  the  storm.  It  is  somehow  or  other 
connected  with  banks. 

WHAT  IS  A BANK  ? 

Banks  are  peculiar  institutions,  i know  a great  many 
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of  theetninenfbanlrers  of  Enffl and  well.  I have  asked 
directors  of  banks,  the  Governor  of  the  Bank  of  En- 
gland, and  personages  of  that  kind  a very  simple  ques- 
tion; but  I never  met  only  one  man,  dead 
and  gone  now,  who  could  answer  me  this  ques- 
tion ; What  is  a bank?  and  what  does  a bank  deal  In  1 
That  lies  at  the  root  of  the  question  of  crises.  I have 
onlv  met  one,  Mr.  Potter,  the  founder  of  the  great  Lon- 
don Joint  Stock  Company,  who  could  answer  that  ques- 
tion. I know  what  a grocer  is.  He  deals  in  candles,  in 
tea,  in  sago.  I know  what  a fruiter  is.  If  I ask  ^ch  a 
man  what  he  deals  in  he  has  not  the  slightest  difluculty 
in  answering  my  question.  Ts'ow,  will  any  gentleman  in 
this  room  favor  me  with  a replj’l  [A  pause.]  Cant 
anybody  tell  me  1 Some  of  you  are  probably  bankers. 
Do  you'think  me  a very  troublesome  fellow  to  ask  you 
such  questions?  [Laughter.]  You  draw  checks  and 
you  pay  them,  and  that  is  enough  for  you.  It  is  mar- 
velous in  this  nineteenth  century  that  of  such  a great 
profession,  such  a great  branch  of  human  activitv, 
is  no  definition,  except  perhaps  in  my  writings,  of  what 
a bank  is  and  what  it  deals  in.  But  it  is  essential,  m 
order  to  understand  crises,  to  understand  what  banks 
are,  as  they  are  phenomena  of  banking.  They  are  the 
Chinese  Sea  of  banking.  ^ , 

Now  the  gentlemen  will  probably  say  that  a banker 
deals  in  money.  I say,  No.  I deny  that  fiat.  A banker 
18  not  a dealer  in  money,  lit  is  notan  affair  of  money. 

I dare  sav  many  gentlemen  will  fire  at  me  now.  Shot 
for  shot.'  It  is  all  fair.  | Another  pause,  waiting  for  a 
reply.]  Well,  gentlemen,  you  don’t  seem  reaoy  for  a 
fight  Well,  we  will  go  on  then.  I said  in  Frazer  a 
year  ago  that  a banker  did  not  deal  in  money  above  one- 
thirtieth  of  his  business.  Of  course,  in  order  to  go  on 
to  that  computation  I must  understand  what  money  is. 
There  is  another  ugly  question.  

What  is  money  ? I gave  a lecture  before  the  Chamber 
of  Commerce  of  Liverpool  on  that  question.  I will,  in 
passing,  take  the  word  money.  It  comes  rrom  the  tem- 
ple of  Juno  Moneta,  in  Borne.  It  was  the  mint  of  Roine; 
tlie  money  was  stamped  pieces  of  metal,  generally 
known  by  the  name  of  coin.  Nothing  is  money  but  that; 
and  the  Romans  had  no  doubt  about  it,  because  they  had 
no  paper  mone  y.  I am  very  willing  however,  for^is 
discussion,  to  include  the  bank  note  as  money.  Will 
anv  gentleman  favor  me  with  the  broad  distinction  be- 
tw'een  the  bank  note  and  any  other  piece  of 
paper  expressing  debt?  Why  is  not  a check  money  ? 
You  know,  I say,  the  bank  note  itself  is  not  uaonej.  A 
promise  to  give  a thing  is  not  the  thing  itself,  ^ose 
who  call  paper  monev  are  in  this  mess ; they  say  that  a 
piece  of  paper  saying,  " I will  pay  you  the  money  when 
you  ask  for  it,”  or  ” when  it  is  convenient  for  me,  as  in 
the  case  of  your  currency,  is  money.  Paper  of  all  kinds 
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are  merely  title  deeds,  nothing  else.  Except  when  you 
are  passing  convertible  currency  laws,  pieces  of  paper 
are  merely  written  certificates  to  go  to  the  judge  and 
jury  with,  and  to  send  a sheriff  to  you  if  you  don’t  give 
the  coin  which  that  calls  for.  They  are  evidence  to 
produce  before  a court  of  law. 

WHY  BANK  NOTES  ARE  NOT  MONEY. 

Going  back  to  my  question,  I again  ask  you,  and  really 
wish  to  be  favored  with  an  answer,  what  distinguishes 
the  bank  note  so  that,  in  the  secondary  sense,  it  cannot 
be  called  money,  from  all  pieces  of  paper,  such  as  checks, 

bills,  and  other  instruments  ofithat  kind,  which  I wholly 
deny  tlie  smallest  possibility  of  giving  the  title  of  money 
to?  What  distinguishes  them?  The ^nonymous  char- 
acter of  the  bank  note.  If  I take  a nlWi’s  check  for  my 
horse,  ordering  Jones  & Co.  to  pay  Mr.  Price  £84,  he  has 
not  got  my  horse  yet.  I have  got  to  ask  who  he  is  and 
the  likelihood  of  liis  having  £84  at  Jones  & Co.’s.  That 
money  does  not  circulate.  That  is  not  money.  There- 
fore I come  now  to  what  I meant  by  saying  what  I did 
in  Frazer’v  Magazine. 

Mr.  Opdyke— In  what  class  would  you  place  the  paper 
promises  issued  by  the  Government  of  the  United  States 
that  are  made  legal  tenders? 

Prof.  Price— They  come  under  the  definition  that  I 
have  given  of  money  in  the  secondary  sense.  They 
roll  about  just  like  coin,  and  are  taken  from  hand  to 
hand.  I was  saying  that  I estimated  the  money  in  use  by 
a banker  as  one-thirtieth.  A little  time  after  Sir  John 
Lubbock,  of  Robaris  & Co.,  analyzed  the  receipts  of 
£19,000,000,  of  that  firm,  and  found  that  in  that  amount 
£3  in  £100  were  cash,  and  ten  shillings  only 
were  coin.  There  was  only  three  per  cent.  I said 

it  was  one  in  thirty,  and  it  turned  out  to  be 
one  in  33^.  So  bankers  do  not  deal  in  money.  If  that 
is  not  their  business,  what  are  these  97  things  which  are 
their  staple  ? What  is  a bank  ? The  answer  will  depend 
upon  these  97  things.  They  are,  one  and  all,  debts  to 
collect;  pieces  of  paper  pushed  in  upon  the  counter,  all 
implying  that  John  and  William  and  Dick  and  Harry 
owe  me  a lot  of  things.  You  go  and  collect  these  debts 
for  me.  That  is  a banker’s  business ; to  collect  pieces  of 
paper  embodying  debts,  and  to  collect  them.  The  next 
thing  is,  what  does  a banker  do  ? Does  he  go  and  get 
the  money  which  he  has  a right  to  on  all  these  pieces  of 
paper?  Not  a bit.  He  is  not  going  to  be  put  to  that 
botheration.  What  he  does  is  this.  A cotton  man 
has  just  thrown  down  £5,000  worth  of  bills  upon  the 
counter  of  the  bank.  A man  who  is  a dealer  in  silk  turns 
up  five  minutes  after  and  says  this : “ I want  to  buy 
silk,  but  I have  not  the  ‘ wherewithal.’  I will  hold  you 
harmless.  I have  got  security,  but  security  not  avail- 
able to-day.”  What  does  the  banker  do  ? He  says  : 
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“ Give  me  these  securities;  you  don’t  want  to  sell  them; 
a cotton  man  has  just  given  me  i£6,000  worth  of  cotton 
hills  ; I know  he  will  not  draw  any  checks  upon  these 
for  at  least  a month.  Go  and  huy  silk  for  a month,  and 
I will  meet  your  checks.”  The  banker  has  debts  to  col- 
lect ; and  how  does  ho  collect  them  ? By  creating  fresh 
debts  in  which  he  is  the  lender.  That  is  banking. 

A BANKER  ESSENTIALLY  A BROKER. 

I define  in  my  book  a bank  as  an  institution  for  the 
transferring  of  debts.  A better  oue  is,  an  institution  for 
the  transferring  of  credits,  but  a still  better  one  is  the 
following,  which  I prefer : A banker  is  essentially  a 
broker.  That  is  his  true  character  and  nature ; an  in- 
termediate agent^tweeu  two  principals.  Here  is  his 
relation  to  the  cotton  man  : “ You  have  given  me  £5,000 
worth  of  cotton  bills  to  collect.  I understand  from  your 
habits  of  business  that  these  bills  will  be  with  me  a 
month.  I am  responsible  to  you  for  this,  but  I know  I 
shall  have  it  at  my  hand.”  To  the  other  man  he  is 
a creator  of  debts,  having  lent  him  £5,000.  What  has 

be  done?  The  man  who  sold  cotton  has  purchasing 
power.  He  has  the  power  of  buying  £5,000  worth  of 
goods  all  over  the  town.  He  virtually  says  to  the 
banker,  " I do  n't  want  to  buy  anything  for  a month,  and 
I shall  not  ask  you  for  the  proceeds  of  these  bills  for  a 
month.”  But  he  still  has  the  power  of  buying  £5,000 
worth,  and  that  power  he  transfers  to  the  banker,  and 
the  banker  to  the  silk  merchant  to  huy  silk.  The  trans- 
fer from  the  banker  to  the  silk  merchant  is 
buying  power.  It  consists  of  the  bills _ of  cot- 
ton which  went  from  his  store,  which  must 
be  paid  for,  and  are  paid  for  in  silk. 

This  is  how  1 get  these  great  conclusions  ; that  a mau 
who  sells,  bv  the  act  of  selling  can  buy,  becouse  all 
trade  and  ail  selling  is  the  exchange  of  eciual  goods. 
That  is  the  meaning  of  the  word  selling.  The  banker  is 
enabled  to  buy  by  virtue  of  the  cotton  bills,  and  he  buys 
silk;  so  the  silk  changes  hands  by  virtue  of  the  cotton. 
The  banker  is  merelv  an  intermediate  agent,  a broker. 
The  banker  says,  ” i will  find  somebody  to  use  your 
buying  power,”  The  cotton  buys  the  silk.  There  is  a 
tremendous  number  of  conclusions  to  come  out  of  that. 
What  comes  out  of  this?  The  explosion  of  that  delusion 
which  infests  the  City  of  London  and  the  newspapers  of 
England,  that  banking  is  an  afifair  of  currency,  an  afiair 
of  money,  and  that  when  there  are  disorders  the  cure  is 
in  currency.  In  the  full  light  of  the  19th  century,  this  is 
believed  by  every  trader  in  the  United  Kingdom,  and  so 
when  the  crisis  comes  they  wake  the  Chancellor  of  the 
Exchequer  out  of  his  bed  and  say  to  him,  ” For 
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God’s  sake  let  the  Bank  of  England  issue 

more  notes,  and  we  shall  be  saved.”  Banking 
has  nothing  to  do  with  money,  except  in 

one  single  point,  I cannot  thorougly  explain  that  now. 
If  you  tell  a banker  to  issue  notes,  he  of  course  sells 
them  to  the  public.  Every  note  that  is  Issued  by  the 
Bank  of  England,  or  the  United  States  Government,  or 
by  a private  individual,  is  sold.  The  customers  of  this 
banker  are  the  buyers.  He  collects  their  bills  and  he 
pays  them  in  his  bills.  To  that  extent  there  is  a re- 
source iu  the  banker  who  lends  upon  discount.  That  ex- 
tent we  know  is  limited  iu  many  cases.  It  has  disap- 
peared in  England  from  the  country  banks.  In 
the  case  of  the  Bank  of  England,  that 
power  of  selling  notes  to  the  public  is  limited  to 
about  £16,000,000.  By  that  means  it  has  the  power  of 
lending  upon  discount.  But  otherwise  hanking  has 
nothing  to  do  with  currency.  It  is  vjery  true  that  the 
banker  is  bound  to  pay  his  debts  in  currency,  but  so  am 
I.  So  are  Baring  Brothers;  so  is  every  trader  in  the 
kingdom.  It  is  perfectly  possible  that  to-morrow  morn- 
ing at  10  o’clock  every  creditor  in  the  kingdom  can  ask 
for  gold.  He  would  h*ive  to  take  a hank  note,  but  he 
can  get  the  money  from  the  Bank  of  England. 

Now  what  is  the  good  of  all  this  investigation  ? What 
reference  has  it  to  crises?  This,  that,  as  I said  before, 
as  banking  is  the  region  for  the  commercial  typhoons 
and  hurricanes,  it  is  essential  to  see  the  causes  that  act 
upon  banking,  and  it  is  not  from  such  rubbish  as  a cer- 
tain quantity  of  bank  notes,  certain  things  in  the  £3 
in  the  hundred;  it  is  from  these  97  things,  and  they  are 
goods,  are  property,  are  goods  sold,  parted  with,  and  the 
contract  expressed  on  pieces  of  paper  to  pay  m'ouey  on 
demand  or  at  the  lime  specified.  That  is  the  force  of 
banking,  and,  therefore,  gentlemen,  if  hanking  is 
abundant,  it  is  because  many  goods  have 
been  sold,  and  the  sellers  of  these  goods  do 
not  want  to  buy  much.  Let  me  repeat  it.  Banking  is 
easy,  discount  is  easy,  the  rate  of  interest  is  low.  in  the 
proportion  that  men  have  given  away  their  goods  and 
are  not  disposed  to  buy  to  a corresponding  full  extent  of 
other  goods.  Then  bankers  have  much  to  lend.  But 
when  this  is  the  other  way ; when  the  farmer  has  spent 
all  his  capital  in  caring  for  his  farm,  and  tne  bad  and 
naughty  weather  comes  in  August,  and  the  corn  is 
spoiled,  then  the  poor  farmer  is  in  very  dif- 
ferent circumstances  with  his  banker.  With  a 
good  harvest  he  has  plenty  of  time  to  wait, 
when  he  has  no  wheat,  or  little  to  sell,  he  goes  into  town 
— perhaps  has  his  old  horse  to  replace  with  a new  one — 
and  he  puts  nothing  in  his  banker’s  hands  and  very  pos- 
sibly he  asks  him  to  lend  him  money.  Look  at  the 
effect  upon  the  banker.  His  means  are  reduced  because 
the  farmer  deposited  nothing  and  perhaps  wanted 
money,  and  to  whom  he  must  lend.  That  is  abundant 
means  for  banking  and  poor  means  for  banking. 
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THE  PREVEJiTTIVE  OF  PANICS. 

Mr.  Dodge— The  point  we  would  like  to  get  at  now,  is 
this.  Can  anything  be  done  to  prevent  the  panics  1 
Prof  Price— Then  I must  pass  over  to  the  other  side, 
and  take  up  the  silk  man.  The  banker  has  £5,000  to 

collect  for  the  cotton  dealer,  and  he  collects  it  by  giving 
it  to  the  silk  man  to  buy  silk.  If  the  silk  man  is  doing  a 
good  business,  there  is  no  destruction.  When  pay-day 
comes  he  has  sold  his  silk,  and  there  is  no  disaster. 

The  buying  and  the  selling  equalize  one  another.  Sup- 
pose the  banker  lends  to  a gentleman  of  great 
estate,  £10,000  a year,  wliose  land  is  capable  of  a great 
deal  of  improvement,  and  who  wants  to  lay  out  £50,000 
upon  it.  The  banker  is  satisfied  with  the  solidity  of  the 
squire,  and  lends  him  the  £50,000  to  drain  his  land  wi^. 

Tue  man  goes  on  draining,  and  whit  takes  place?  He 
puts  laborers  to  work.  They  eat.  they  drink,  they  wear 
their  clothes  out,  and  so  on.  The  work  may  take 
a couple  of  years.  What  has  been  going  on?  A 
great  destruction  of  property,  which  is  not  repro- 
duced. The  silk  man  sells  his  silk,  and  that  is 
reproduced.  If  you  were  to  set  all  the  inhabitants  to 
making  holes  in  the  ground,  and  then  to  fill  them  up 
again,  the  result  would  be  that  at  the  end  of  the  year 
they  would  all  starve.  You  would  want  to  get  your 
coflins  ready,  because  you  have  been  eating  up  all  your 
stores,  and  when  the  operation  is  over  you  ha_ye 
nothing  at  all.  Then  how  is  Mr.  Banker  in  his 
position.  The  squire  cannot  pay.  His  draining  v 
has  not  been  productive.  The  produce  will 
come  five  years  hence.  But  the  food  and  cloth- 
ing of  tiie  workingmen  has  been  used  up* 
Now,  this  making  of  railroads,  warehouses,  beautitul 
towns,  etc.,  are  not  foolish  things,  but  they  are  things 
which  destroy  and  do  not  replace,  and  that  is  poverty.  , 
Poverty  means  that  there  are  no  goods  to  sell,  and 
when  there  are  no  goods  to  sell  there  are  no  goo(^  to 
buy  with.  The  banker’s  resources  fail  therefore.  Then 
come  the  crises.  They  are  the  consequences  of  the 
destruction  of  property  which  is  not  replaced.  They 
are  the  true  children  of  poverty,  and  that  kind  or 
poverty  'winch  produces  crises  is  never  more  tosterea 
than  when  bankers  encourage  useful  things,  things 
useful  twenty  years  from  this  day.  The  railroad  does 
not  replace  its  money  for  fifty  years.  If  the  actual 
outlay  is  £10,000,000,  this  £10,000,000  spent  in  lood,  &c., 
are  not  replaced  for  fifty  years.  The  nation  is  poor  for 
fifty  years.  Now  go  on  with  that  poverty,  and  the  be- 
devilment of  the  money  market  will  go  on.  The  broker 
between  the  two  men  finds  that  his  deposits  are  coming 
short,  which  means  that  there  is  no  longer  any  sale  or 
goods.  Why?  Because  you  have  been  destroying  the 
wealth  of  the  country  in  a way  which  will  lose  it  for 
fifty  years.  It  is  uo  better,  as  far  as  banking  is  con- 


cerned, than  if  you  had  “chucked”  it  into  the  sea. 
Therefore,  there  is  a deficiency  of  property  made. 

A Member— Y’ou  said  when  you  started  that  panics 
were  not  the  result  of. sudden  losses.  Now  I understand 
you  to  say  that  this  destruction  does  produce  these 
crises. 

Prof.  Price— The  difference  is  this.  In  the  case 
of  the  cotton  famine,  in  the  case  of  the  war. 
In  the  case  of  the  deficient  harvest,  there  is  a de- 
ficiency of  consumption.  Tpe  people  who  have  got  to 
spend,  spend  less. 

DANGER  OF  RAILWAY  MAKING.' 

# 

In  the  case  of  the  railway  making,  you  go  on  drinking 
champagne  and  claret,  but  when  the  harvest  is  bad,  up 
goes  the  price  of  wheat,  and  the  numbdr  of  people  who 


spend  is  less. 

A member— What  Is  the  duty  of  the  banker  under 
such  circumstances  1 

Prof.  Price— If  he  has  lent  in  such  a way,  he  must 
suffer. 

A member— As  a system,  what  is  to  be  done  1 

Prof.  Price  ; I was  coming  to  that.  It  is  a charming 
ouestiou.  (Laughter.!  I suspect  my  friend  is  a banker. 
I will  draw  the  moral.  To  what  extent  may  a nation 
carry  on  these  excellent  expenditures,  without  getting 
into  great  embarrassment  ^ To  what  extent  may  the 
squire  drain  his  land  ? Can  anybody  tell  me  1 Ten  men 
in  my  Oxford  class  would  have  answered. 

Mr.  Dodge  : If  the  squire,  instead  of  putting  £60,000  in 
his  draining,  had  pent  in  a certain  amount  so  as  to  in- 
crease his  crop,  he  would  have  been  wise. 

Prof.  Price— You  may  easily  put  £10  an  acre  upon 
draining.  You  may  possibly  next  year  get  four  bushels 
of  corn  more. 

Mr.  Dodge— Then  he  is  about  £1  in  £10  out  of  pocket. 

Prof,  Price — That  is  it.  Now,  where  are  oursavingsl 
What  do  I meau  by  national  savings  i 

A Member— What  we  produce  that  we  don't  destroy. 

Mr.  Dodge— We  think  our  prairie  lands— our  richest 
lands  West — would  be  very  productive  if  there  wore 
any  means  of  sending  the  results  of  their  production  to 
a good  market.  So  the  railways  give  to  these  lands  a 
vast  value. 

Prof.  Price— I do  not  deny  that  the  squire  is  doing  a 
good  work  ; but  the  question  is,  can  he  uo  it  that  year? 

A member — He  might  have  got  an  accumulation 
beforehand. 

Prof.  Price— What  do  you  mean  by  the  savings  of  New- 
York  in  one  year,  and  where  are  they  1 My  friend  has 
well  said  that  it  is  the  surplus  of  what  you  make  in 
comparison  with  what  you  consume.  If  £100  more,  you 
have  that  amount  to  put  in  railroads.  But  if  you  go 
beyond  that  amount  you  do  wrong.  The  savings  of  the 
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nation  Is  the  excess  of  the  things  it  makes  in 
comparison  ■with  the  things  it  consumes,  and 
that  excess,  if  it  employs  it  wisely,  will  make 
the  nation  richer.  But  if  it  “chucks’  into  the  sea,  it 
will  remain  stationary.  The  secret  of  crises  is  the 
building,  beyond  the  savings,  of  useful  and  yalu^le 
works.  If  you  go  upon  the  reasoning  that  it  is  a nne 
thing  to  open  the  West,  and  you  in  that  way  spend 
£1,200  instead  of  £1,000,  you  are  in  a bad  scrape  for 

tiiG  i^200#  * 

A member— Suppose  you  have  the  £200  before  ? 

Prof  Price — I include  i%\l  that  as  a part  ot  the  savings. 
The  operation  of  the  money  marKet  is  that  all  catch  the 
sanguine  feeling  of  people  wbo  get  their  profits  by  the 
ups  and  downs  of  shares.  The  nation  gets  involved  m 
things  which  it  cannot  pay  for.  Your  American  rail- 
ways remain  half  made.  All  that  has « been  spent 
upon  them  is  lost  property,  gone  into  fel- 
lows' throats,  worn  out  upon  their 
You  have  got  an  incomplete  railway.  Alien 

comes  in  the  banker ; his  people  have  no  goods  to  sell, 

and  the  railway  is  producing  nothing.  Now  for  the 
moral.  Not  a stupid  rule  tor  bankers  to  lock  up  their 
gold.  Not  the  rubbish  they  say  about  currency.  What 
is  happening  to  goods  ? Is  the  harvest  going  to  be  bad  f 
Don’t  encourage  new  railways.  If  there  is  a prospect 
of  large  crops,  then  you  may  be  much  more  libe- 
ral. The  moral  to  the  hankers  is,  look  to  the  state 
of  things  made,  the  qiiantlty  of  bread  made,  clothes, 
shoes.  &c.  Some  hanks  may  say,  “ Am  I to  loot 
at  all  that  ? Am  I to  watch  tue  progress  of  f he  nation 
and  know  what  everything  means  t You  are  not  a Prac- 
tical fellow.  You  don’t  understand  the  banking  world. 
Very  well  then.  Then  comes  the  whirlwind.  Don  t 
blame  me.  It  seems  to  me  iust  as  though  you  delib- 
erately said  that  you  would  rather  have  the  storms  than 
do  as  i say. 

This  finished  the  address.  J.  8.  T.  Stranahan  offered 
a resolution  tendering  the  thanks  of  the  Chamber  to 
Prof.  Price  for  his  instructive  discourse.  This  was 
adopted,  and  the  meeting  adjourned. 


